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AMERICAN INSTITUTE OF ACCOUNTANTS 


REGULAR MEETING OF COUNCIL 


The regular spring meeting of coun- 
cil of the American Institute of Ac- 
countants will be held at the offices of 
the Institute, 185 Cedar Street, New 
York, at 10 A.M., April 8, 1935. The 
council will consider reports of officers 
and committees and other business which 
may come before it. 


LOCAL SUBCOMMITTEES APPOINTED 


The following local subcommittees 
have been formed, with the approval of 
the president, by members of the special 


committee on development of the Insti- 


tute: 
LITTLE Rock 


Raymond H. Rebsamen, chairman. 
Robert H. McNair, Jr. 
Frederick J. Venner 


DENVER 


Ralph B. Mayo, chairman. 
C. H. Fulton 

Archer D. Lewis 

David M. Watson 


CHICAGO 


J. H. Gilby, chairman. 
A. Himmelblau 

A. Johnson 

W. M. LeClear 

R. H. Morrison 

M. E. J. Papke 

Paul W. Pettingill 

M. J. Schmaus 


INDIANA 


Stephen S. Yeoman, chairman. 
George R. Beeler 

Robert N. Dedaker 

John E. Keough 

J. Russell Wharton 


BALTIMORE 


Ernest E. Wooden, chairman. 
Herbert L. Langrall 

John L. McKewen 

Henry E. Spamer 

Edward J. Stegman 


DETROIT 


William H. Ball, chairman. 
Alexander S. Currie 
Merle A. Yockey 


MERIDIAN, Miss. 


Robert H. Crook, chairman. 
Roy C. Brown 


JACKSON, Miss. 


Dick D. Quin, chairman. 
Bertram Miller 

J. Acker Rogers 

W. Q. Sharp 


KANSAS CITY 


James D. M. Crockett, chairman. 
Miller Bailey 

Tom C. Hansen 

Richard S. Wyler 


St. Louis 


August J. Saxer, chairman. 
P. W. Murdock 
A. C. Woods 


NEWARK 


Abraham H. Puder, chairman. 
Samuel R. Cohen 

Harold Eppston 

Elmer L. Glover 

Ralph Johns 


NEw YorK 


Fred L. Main, chairman. 
Harold J. Beairsto 
William R. Donaldson 
G. C. Hurdman 
Alexander F. Makay 
Louis H. Rosoff 

Fred W. Squires 

Elmer O. Stevens 
Morley Wolfe 

Fred. W. Wulfing 


CLEVELAND, O. 


Robert E. Warren, chairman. 
George J. Lehman 

Karl K. Morris 

Howard G. Slagle 

Frank L. Zwemer 
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OKLAHOMA CITY 


T. Dwight Williams, chairman. 


Oscar R. Davis 
Marquis G. Eaton 
Walter E. Paul 
Lewis E. Wood 


TULSA 


Ross T. Warner, chairman. 
George H. Abbott 

Burney Clack 

Everett P. Green 

W. I. Nicholson, Jr. 

J. A. Padon 


PHILADELPHIA 


Clarence L. Turner, chairman, 
John Balch 

Frank S. Glendening 

J. Cyril McGarrigle 

Edward P. Moxey, Jr. 

John C. Parry, Jr. 

Joseph J. Pugh 


KNOXVILLE 


Elliott D. Adams, chairman. 
Buford A. Timmons 


MEMPHIS 


Marvin O. Carter, chairman. 
Roscoe C. Clark 
Oliver P. Cobb 


NASHVILLE 


Thomas M. McIntyre, chairman 


H. C. Barry 
William M. Duncan 


DALLAS 


J. R. Nelson, chairman. 
J. E. Hutchinson, Sr. 
Joseph J. Skinner 
Leslie C. Nye 


VIRGINIA 


Alfred N. Hilton, chairman 
Fred B. Hill 

W. P. Hilton 

J. A. D. Parrish 

R. J. Walker 


SIR ARTHUR LOWES DICKINSON 


Sir Arthur Lowes Dickinson died at 
London, England, on Thursday, Febru- 
ary 28th, after a brief illness. 

In the early days of the American As- 
sociation of Public Accountants, prede- 
cessor of the American Institute, Sir 
Arthur, then Mr. Arthur Lowes Dickin- 
son, was an active participant in the 
formation and development of the na- 
tional organization. At one time he 
served as honorary secretary and over a 
long period of years he was a member of 
many committees. During the drafting 
of the regulations under the first income- 
tax laws, he rendered great aid to the 
United States treasury department, and 
he was known throughout the country 
as one of the leading proponents of the 
modern conception of accountancy. His 
writings on accountancy occupy a promi- 
nent place in the literature of the pro- 
fession. Shortly before the great war, 
he retired from American practice, 
where he had been senior partner of 
Price, Waterhouse & Co., and returned 
to his native land. For services rendered 
during the war he was honored by his 
sovereign with the order of knighthood. 
After that time he was engaged in vari- 
ous important surveys and investiga- 
tions, notably an examination of the con- 
dition of the railways of India. 

He is survived by his widow and by 
two daughters. 


ACCOUNTANTS CLUB OF AMERICA 


Rules and regulations of the securities 
and exchange commission were the sub- 
ject of discussion at a meeting of the Ac- 
countants Club of America, held on Jan- 
uary 29th at the New Yorker hotel, New 
York. 

The speakers were Samuel J. Broad, 
Andrew Stewart and C. O. Wellington, 
who are members of the Institute’s spe- 
cial committee on coédperation with the 
securities and exchange commission. The 
discussion dealt with the registration 
statement and the influence of registra- 
tion regulations on financial statements 
of listed and unlisted companies. 
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LIBRARY ACQUISITIONS 


The library of the Institute announces 
the acquisition of the following books: 

Accountants’ Reports, third edition re- 
vised, by W. H. Bell; Ronald Press Com- 
pany, N. Y., 1934. 

Trade Associations, by W. T. Donald; 
McGraw-Hill Book Co., Inc., N. Y., 1933. 

Principles of Accounting, vol. I intermedi- 
ate, by H. A. Finney; Prentice Hall, N. Y., 
1934. 

Principles and Practices of Financial Ac- 
counting for Schools, by John Guy Fowlkes; 
E. M. Hale and Co., Milwaukee, Wisc., 1934. 

Problems in Accounting, by H. C. Goet- 
tsche; McGraw-Hill Book Co., Inc., N. Y., 
1934. 

Retail Accounting, by C. K. Lyons and 
N. A. Brisco; Prentice Hall, Inc., N. Y., 
1934. 

Accounting for Corporations, by R. L. 
Mannix; R. L. Mannix, Boston, 1934. 

Securities Exchange Act of 19384, by 
Meyer; F. E. Fitch, Inc., N. Y., 1934. 

Municipal Accounting and Auditing, 
edited by Franklin F. Moore and J. Good- 
ner Gill; Rider College, Trenton, N. J., 
1934. 

Uniform Cost Accounting Manual; Paper 
Stationery and Tablet Manufacturers Asso- 
ciation, Inc., N. Y., 1934. 

Problems, Questions and Discussions 
Cases to accompany Cost Accounting, Prin- 
ciples and Methods, by Charles Reitell; 
International Textbook Co., Scranton, Pa., 
1934. 

Simplified Uniform Accounting System 
for Use in the Retail Lumber Industry; Re- 
tail lumber and building material code 
authority, Washington, D. C., 1934. 

Legal Reserves in American Banking, by 
R. G. Rodkey; University of Michigan, Ann 
Arbor, 1934. 

Accounting (part I), by Stanley W. Row- 
land and Brian Magee; Gee and Co., Ltd., 
London, 1934. 

Uniform Accounting Manual for the Rub- 
ber Manufacturing Industry, revised edi- 
tion; Rubber Manufacturers Association, 
Inc., N. Y., 19383. 

New York C. P. A. Problems and Solu- 
tions—1924-33. New York C. P. A. Exam- 
ination Review, by H. L. Seidman, 1934. 

Life Insurance Accounts, by E. C. Wight- 
man; Life Office Management Association, 
Fort Wayne, 1934. 

Cost Accounting, by R. S. Willcox; Busi- 
ness Publications Co., Chicago, 1934. 


NATIONAL COMMITTEE ON 
MUNICIPAL ACCOUNTING 


A tentative report on studies of the 
terminology of municipal accounting has 
been issued by the national committee on 
municipal accounting, according to a re- 
cent announcement. It was prepared by 
a special committee and contains defini- 
tions of approximately three hundred 
terms. 

The national committee, on which Lloyd 
Morey serves as representative of the 
American Institute of Accountants, is 
conducting studies of other problems of 
municipal accounting and expects to issue 
reports which together will form a com- 
prehensive literature of this branch of ac- 
counting. 

The committee’s work pertaining to 
funds and balance sheets has not yet been 
completed. It will be available in prelim- 
inary form, however, about June 1, 1935, 
and will tentatively recommend the fol- 
lowing funds where needed: bond, gen- 
eral, sinking, special assessment, trust 
and agency, special revenue, working cap- 
ital, and utility funds. It has been tenta- 
tively decided that a balance-sheet of the 
property accounts should be prepared in- 
dependently of the various funds and 
should contain only the property accounts 
with offsetting statements of the city’s 
equity. 

A new classification of municipal rev- 
enues and expenditures is now under con- 
sideration by the committee. It is de- 
signed for purposes of state, local, and 
national reports and as a basis for cost 
accounting for various municipal activ- 
ities. 

The committee earlier established a 
few basic principles of municipal account- 
ing for its guidance. These principles 
will be elaborated and restated and will 
be accompanied by a list of the minimum 
accounting requirements necessary to put 
them into use. 

A tentative outline of the specifications 
for a detailed municipal audit and a bib- 
liography of municipal accounting were 
published in 1934. The other materials 
mentioned above are all to be published in 
tentative form during the first half of 
1935. The committee’s offices are at 850 
East Fifty-eighth Street, Chicago. 
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ANNOUNCEMENTS OF SECURITIES 
AND EXCHANGE COMMISSION 


The following announcements have 
been released by the securities and ex- 
change commission under the securities 
act of 1933 and the national securities 
exchange act of 1934: 


Securities Act 


Release No. 297, February 14, 1935— 
Exemption from registration of fractional 
undivided interests in oil, gas or other 
mineral rights extended until further no- 
tice. 

Release No. 296, February 15, 19385— 
Applicability of securities act to companies 
in reorganization under section 77B of the 
federal bankruptcy act; opinion of general 
counsel of commission. 

Release No. 303, March 2, 1935—Rule 
as to date of balance-sheet for filing on 
form A-2. 


Securities Exchange Act 


Release No. 98, February 14, 1985—An- 
nouncement of rules governing use of form 
10 for filing of applications for permanent 
registration of securities on national securi- 
ties exchanges. 

Release No. 100, February 15, 1935— 
Amendment of rules for permanent regis- 
tration of securities on national securities 
exchanges. 


The complete texts of these and other 
releases can be obtained by request from 
the securities and exchange commission, 
Washington, D. C. 


RULES FOR USE OF ForM 10 


In the Bulletin for February 15, 1935, 
Robert E. Healy, member of the secu- 
rities and exchange commission, was 
quoted as describing certain proposed 
amendments to the requirements for 
permanent registration on national se- 
curities exchanges which were under 
consideration by the commission. On 
February 14th and 15th these contem- 
plated amendments were given effect in 
the promulgation of rules for the use of 
form 10, which included amendments to 
= instruction book accompanying that 
orm. 


In its release of February 14th, the 
commission says, in part: 

“Under these rules, form 10 is to be 
used by all corporations seeking perma- 
nent registration of their securities, ex- 
cept the classes of corporations specifi- 
cally excluded from the use of this form, 
such as banks, insurance companies, car- 
riers and the like, for which other forms 
will shortly be prescribed. 


“Corporations which had any securi- 
ties listed on an exchange as of October 
1, 1934, and which securities were tem- 
porarily registered under the rules of the 
commission providing for such tempo- 
rary registration, are to use form 10, 
supplying balance-sheets and profit-and- 
loss statements for their “scal year end- 
ing not prior to December 31, 1934. In 
the case of those corporations whose fis- 
cal years end on some date later than 
December 31, 1934, financial statements 
need not be filed as of the time that 
registration is sought, if the corporation 
agrees to file such statements within 93 
days after the close of its fiscal year. 
Thus a company whose fiscal year ends 
on September 30th may apply for regis- 
tration by agreeing to file its financial 
statements within 93 days after Septem- 
ber 30, 1935. Other information called 
for by form 10, which is dependent upon 
the financial statements, may be simi- 
larly delayed. By this means all corpora- 
tions, irrespective of when their fiscal 
year ends, may acquire permanent regis- 
tration by July 1, 1935. 

“To facilitate prompt application for 
registration, the commission has permit- 
ted the filing of statements even though 
initially incomplete if the registrant 
agrees to correct the omissions at an 
early date. Furthermore, to facilitate 
examination of these statements both by 
the exchange and by the commission, 
provision is made for the submission of 
partial statements without actual filing. 
Thus, prior to actual filing and without 
the incomplete statement becoming a 
public record, an examination of the por- 
tion submitted can be made. Thus, upon 
the filing of the subsequent portion of the 
statement, examination is made much 
simpler and registration can be readily 
expedited. Corporations are urged to take 
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advantage at an early date of this right to 
submit statements in a partially finished 
form so as to facilitate the work of ex- 
amination both by the exchanges and the 
commission. 

“Corporations which had no securities 
listed on an exchange prior to October 1, 
1934, are also to use form 10, with the 
difference that a three-year instead of 
one-year audit is required. But to encour- 
age prompt registration of issues that 
have not hitherto been listed on an ex- 
change, either having been dealt in only 
in the over-the-counter markets or on the 
unlisted department of an exchange, the 
commission has provided that these corpo- 
rations may, until July 1, 1936, apply for 
registration upon essentially the same 
basis as corporations already listed on an 
exchange. They need thus furnish only 
a one-year audit, provided that the com- 
mission finds that, like issues on an ex- 
change, the issue whose registration is 
sought or one junior thereto has been 
generally dealt in by the public and that 
the corporation for the past five years has 
furnished its security-holders reasonably 
informative financial statements. The ef- 
fect of this is that corporations with sea- 
soned securities, which have hitherto not 
had their securities listed, are given the 
opportunity to obtain registration and an 
exchange market. 

“Certification of financial statements 
by independent auditors is required, but 
when a listed corporation has not hitherto 
had such auditing and its introduction at 
the outset would be unduly burdensome, 
it can be dispensed with for the first year 
if the corporation thereafter agrees to 
have its financial statements audited by 
independent accountants. 

“Provision is made for the consolida- 
tion of statements of subsidiaries when 
their fiscal year ends a few months earlier 
than the fiscal year of the parent. 

“Incorporation by reference of financial 
material filed under the securities act, 
corresponding to that required by form 
10, is expressly permitted, thus making it 
unnecessary for a corporation to dupli- 
cate the required financial statements. 

“Corporations are expressly permitted 
to reserve any constitutional right or 
claim they may possess in applying for 
registration. They are also assured that 


by the act of applying for and acquiring 
registration they will not be subjected to 
additional obligations without their con- 
sent. If any such additional obligation is 
imposed upon them in the future, the cor- 
poration may within 30 days file a request 
for the expiration of registration and reg- 
istration will automatically expire before 
the corporation can be requested to as- 
sume this obligation. Thus all corpora- 
tions can at any time adequately deter- 
mine in advance of registration the nature 
of the obligations that registration en- 
tails. 

“Provisional registration on form 7 is 
still permitted for 90 days so that no dis- 
turbance may be produced by the intro- 
duction of form 10. Furthermore, any 
issuer seeking the registration of securi- 
ties for which no form has been provided 
is still to use the provisional method of 
registration on form 7 until an appropri- 
ate form shall have been authorized. 

“Form 7 has been simplified by elim- 
inating the requirement for the filing of 
the corporation’s latest annual report. In 
most cases such reports were prepared 
before the publication of form 10 indi- 
cated the type of financial statement de- 
sired by the commission. The form has 
also been modified by limiting the require- 
ment for specimens of securities and 
underlying indentures to those relating 
solely to the securities to be registered, 
and by eliminating a requirement for the 
filing of an opinion of counsel. 

“A new rule makes clear that the sus- 
pension of a security from trading by an 
exchange, pursuant to its own rules, will 
not terminate the registration of the se- 
curity.” 

On February 15th, the commission an- 
nounced further amendment of its rules, 
as follows: 

“Following the announcement of the 
rules, it was brought to the attention of 
the commission that certain corporations 
which have no securities presently listed 
had already undertaken audits and pre- 
pared provisional applications for regis- 
tration complying with the requirements 
of form 7. The commission’s new rules 
terminated immediately the right of such 
corporations to obtain provisional regis- 
tration, and the new rules have been 
amended to permit provisional registra- 


| 
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tion by such companies, the same as by 
issuers of listed securities, until May 15, 
1935. 

“The attention of the commission was 
also directed to the fact that one of its 
amendments to the instructions to form 10 
for corporations would prevent companies 
which have no securities listed from ob- 
taining any registration until after the 
conclusion of the audit of their fiscal year 
ending on or after December 1, 1934, un- 
less financial statements for a three-year 
period should be furnished, although such 
companies might otherwise comply with 
the commission’s provisions for furnish- 
ing statements for only a one-year period. 
By permitting the provisions for delay 
in filing financial statements which are 
applicable to listed companies to apply to 
companies which have no securities listed, 
the extra burden which might thus have 
resulted from the new rules has been 
eliminated.” 

The securities and exchange commis- 
sion on March 2nd promulgated a rule 
describing certain conditions under which 
financial data need be submitted only as 
of a date within six months of the date of 
filing a registration statement. The rule 
follows: 


“The balance-sheets required under the 
heading ‘Financial statements of the regis- 
trant and its subsidiaries’ in the ‘Instruc- 
tions as to financial statements’ in the in- 
struction book for form A-2 for corpora- 
tions need be only as of a date within six 
months of the date of filing the registration 
statement if all of the following conditions 
are met: 


(1) The offering of the securities regis- 
tered is primarily for the purpose 
of refunding outstanding obliga- 
tions not in refault; 


(2) The total assets of the registrant, 
as shown by the balance-sheet of 
the registrant filed with the regis- 
tration statement, amount to $10,- 
000,000 or more; 


(3) The registrant has at least one class 
of its securities not senior to that 
for which registration is sought 
registered on a national securities 
exchange; 


(4) The securities registered are bonds 
_ or other evidences of indebtedness.” 


PROVISIONS OF CORPORATION 
LICENSING BILL 


A bill to provide for the federal licens- 
ing of corporations engaged in interstate 
or foreign commerce, introduced on Jan- 
uary 10th as senate bill 579, has been 
under consideration by the Institute’s 
special committee on federal corporation 
law. The bill, which has been referred 
to the senate committee on the judiciary, 
would require corporations licensed un- 
der its provisions to file periodic reports 
of financial condition with the federal 
trade commission and would empower 
the commission to require by rules that 
these reports be certified by independent 
public accountants. 

Following is the section of this bill 
which provides for reports and examina- 
tions: 

“Sec. 5 (a). Each corporation which ob- 
tains a license under this act shall make an 
annual report to the commission, certified if 
required by the rules and regulations of the 
commission by independent public account- 
ants, which shall contain such information 
with respect to the organization, capitaliza- 


‘tion, properties, earnings, profits, dividends 


and business methods of the corporation, as 
the commission may prescribe as necessary 
or appropriate in the public interest or 
for the protection of investors. Each such 
corporation shall also make such special re- 
ports, similarly certified, as the commission 
shall from time to time require for the pur- 
pose of keeping itself informed with respect 
to the operations of the corporation, and in 
the event that any such corporation shall 
increase its capital or issue any bonds, ~ 
notes, debentures or similar obligations, it 
shall submit a statement with respect 
thereto to the commission. The commission 
may prescribe, in regard to reports and 


‘statements made pursuant to this section, 


the form or forms in which the required 
information shall be set forth, the items 
or details to be shown in the balance-sheet 
and the earning statement, and the methods 
to be followed in the preparation of reports, 
in the app-aisal or valuation of assets and 
liabilities, in the determination of deprecia- 
tion and depletion, in the differentiation of 
recurring and non-recurring income, in the 
differentiation of investment and operating 
income, and in the preparation, where the 
commission deems it necessary or desirable, 
of separate and/or consolidated balance- 
sheets or income accounts of any person 
directly or indirectly controlling or con- 
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trolled by the corporation, or any person 
under direct or indirect common control 
with the corporation; but in the case of the 
reports and statements of any corporation 
whose methods of accounting are pre- 
scribed, or whose securities are registered, 
under the provisions of any law of the 
United States, or any rule or regulation 
thereunder, the rules and regulations of the 
commission with respect to such reports 
and statements shall not be inconsistent 
with the requirements imposed by such law 
or rule or regulation in respect of the same 
subject matter. 


“(b). The commission is further author- 
ized to provide for periodical or special ex- 
aminations of the corporations which obtain 
licenses under this act and to establish a 
schedule of reasonable fees for such exam- 
inations and for the issuance of licenses 
under this act. All such fees shall be col- 
lected by the commission in such manner 
as it may direct, and the amount of all fees 
so collected shall be covered into the treas- 
ury as miscellaneous receipts.” 


Accountancy Twenty-F ibe 
Dears Ago 


The following resolution, introduced by 
the delegation of the American Associa- 
tion of Public Accountants, was unani- 
mously adopted by the Conference on 
Uniform Legislation, held at Washing- 
ton, according to The Journal of Ac- 
countancy for March, 1910: 


“WHEREAS, some twenty-one states 
have enacted laws regulating the profes- 
sion of public accountancy, all of which 
seek to attain the same ends but differ 
in important particulars as to standards 
and requirements, and 

“WHEREAS, the proper regulation of 
the profession of accountancy is a sub- 
ject of rapidly growing importance to 
the business community, therefore be it 


“RESOLVED, that this conference 


heartily commends the principle of uni- 
formity in certain public accountancy leg- 
islation, which should in every case re- 
quire adequate standards as to education 
and training for admission and should 
provide suitable punishment for unpro- 
fessional conduct.” 


AUDITS OF RAILROAD ACCOUNTS 


The possibility that, by the authority 
of the securities and exchange commis- 
sion, independent auditing may be made 
a requirement for the listing of securities 
of railroad companies on national securi- 
ties exchanges was reported recently in 
the Wall Street Journal. 

It has been known for some months 
that the stock-list committee of the New 
York stock exchange is endeavoring to 
bring railroad and other transportation 
companies under its requirement for in- 
dependent auditing which has been ap- 
plied generally to industrial companies. 
Apparently the first railroad company 
whose securities were admitted to listing 
under this provision was the Chicago and 
Western Indiana railroad company, whose 
agreement with the exchange was men- 
tioned editorially in the October issue of 
The Journal of Accountancy. 


Following is the text of the article in 
the Wall Street Journal: 


“Independently audited and more clari- 
fied railroad reports to stockholders prob- 
ably will be asked shortly as a requirement 
for listing privileges of carrier securities 
on the principal exchanges. 


“While section 13 of the securities ex- 
change act of 1934 exempts railroads from 
filing with the securities and exchange com- 
mission independently audited reports such 
as are required of industrial corporations, 
it is pointed out that the act does not have 
any provision which could prevent the com- 
mission from demanding them. 


“It is known that the New York stock 
exchange long has been dissatisfied with 
the form of presentation of the earnings of 
railroads but has exempted the rails from 
the requirements of industrials because of 
the ICC uniform reporting forms. Cur- 
rently, the stock exchange is formulating a 
standardized system for consolidated re- 
ports by oil companies. It is believed that 
the next step in this regard will be a study 
by the exchange in drawing up a standard- 
ized method of railroad reports to it. 

“Many investors hold that while rail- 
roads in their annual reports give a wealth 
of detail concerning their operations, which 
are in reality summaries of reports made 
to the interstate commerce commission, 


many of the accounts are obscure. Another 
factor which has caused adverse comment 
is the matter of year-end adjustments. 
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“Profit-and-loss accounts of the rails also 
have been criticized. It is pointed out that 
some of the roads take out of the profit-and- 
loss account items which are in reality a 
fixed charge, while any credit is usually 
added to ‘other income’ in the current earn- 
ing account. 

“Much unfavorable comment developed 
as long ago as 1929 when the carriers re- 
ceived back mail pay from the government 
which covered operations of some three 
years. A majority of the carriers took this 
credit into their surplus accounts, but other 
roads put it into current earnings. 

“The majority of the carriers are ex- 
pected to give stiff opposition to any new or 
additional accounting work. Expenses of 
the carriers in making voluminous reports 
to the various sections of the ICC besides 
to other governmental agencies, particu- 
larly when seeking funds, already are large. 
Also, it is believed that, if audited accounts 
were required of railroads for listing pur- 
poses, many of the carriers, particularly 
those whose securities are more or less in- 
active, might relinquish listing privileges.” 


ACCOUNTING FOR INSTITUTIONS OF 
HIGHER EDUCATION 


A volume entitled Financial Reports 
for Colleges and Universities, which is 
the final report of the national committee 
on standard reports for institutions of 
higher learning, has been received at the 
offices of the Institute. 

The committee, of which Lloyd Morey, 
a member of the Institute, has served as 
chairman from the beginning, was or- 
ganized in 1930 at the suggestion of the 
United States office of education. Its per- 
sonnel included representatives of six na- 
tional organizations in the field of edu- 
cation. From time to time it has pub- 
lished bulletins and preliminary reports, 
which are all replaced by the final report, 
whose publication brings the work of the 
committee to a close. 


H. C. Goettsche, of Chicago, addressed 
members of the American brewers associa- 
tion, February 6th, on “Brewery accounts 
and costs.” He is the author of an article 
entitled “Comparative brewery costs, 1933- 
34,” which appeared in the January issue 
of The Brewery Age. 
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AUDITS OF STATE COMMISSIONS 
BY INDEPENDENT ACCOUNTANTS 


Reports on audits of two state commis- 
sions by independent public accountants 
have been received at the offices of the 
Institute. The commissions are the Mon- 
tana relief commission and the Missis- 
sippi state tax commission and the au- 
diting firms are, respectively, Rowland, 
Thomas & Co., and W. Q. Sharp & Co. 
The principals in each firm are members 
of the American Institute of Accountants. 

The investigation of the Mississippi 
state tax commission included not only 
an audit of the accounts but a survey of 
personnel, policies, public relations and 
all details of the operation of the commis- 
sion. The scope of this investigation, as 
described in the audit report, was as fol- 
lows: 


“a. A verification of recorded receipts of 
revenue under the several laws adminis- 
tered, tracing such receipts through proper 
depositories into the state treasury. 


“b. A substantial verification of the cor- 
rectness of the records by a test-check of 
the supporting files, reports, returns and 
correspondence relating to the tax liabil- 
ity of individual taxpayers. 


“ce. A verification of the records main- 
tained by the commission by comparison 
with those maintained by the state treas- 
urer and by confirmation of depositories 
with respect to funds held to the credit of 
the state treasurer under special account. 


“d. An exhaustive inquiry into the dili- 
gence of division heads in the discovery and 
collection of revenue arising under the laws 
administered. 


“e, A detailed inquiry and accounting for 
the expenditures under funds appropriated 
or otherwise provided for the maintenance 
and support of the commission, extending 
this inquiry into both the occasion and pro- 
priety of such expenditures.” 


In announcing the completion of the 
audit and the submission of the account- 
ants’ report to the governor and the state 
legislature, the chairman of the Missis- 
sippi commission stated that independent 
audits would be made annually there- 
after. 
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STATE LEGISLATION 


The Institute has received information 
that bills which would affect the existing 
accountancy laws have been introduced 
in the legislatures of twenty-one states. 
Following is a brief summary of these 
bills and their progress in the legisla- 
tures: 


ALASKA 


A bill to create a board of accountancy 
in Alaska was introduced in the terri- 
torial legislature on March 1st but was 
indefinitely postponed by the house of 
representatives on March 5th. This was 
house bill 108. The accountancy law of 
Alaska, which provided for the issuance 
of certificates to certified public account- 
ants, was repealed in May, 1933. 


ARKANSAS 


Senate bill 494, introduced in the legis- 
lature of Arkansas on March 4th and 
placed on the calendar without reference 
to committee, would permit persons en- 
gaged for five years in auditing for state 
or federal departments to be examined 
orally for certificates as certified public 
accountants. 


ARIZONA 


Senate bill 129, prescribing regulations 
for the practice of public accounting, was 
introduced in the Arizona legislature on 
February 21st. This bill would permit 
the issuance of certified public account- 
ant certificates without examination to 
persons who have been in active practice 
within the state for a continuous period 
of ten years after receiving certificates 
of authority to practice as public ac- 
countants. 


CALIFORNIA 


An accountancy bill of the two-class 
“restrictive” type was introduced in the 
California legislature as assembly bill 
965 on January 25th, as reported in the 
Bulletin for February 15th. The bill was 
referred to the committee on govern- 
mental efficiency, where it is still under 
consideration, according to the last report 
received by the Institute. 
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COLORADO 


Senate bill 515, introduced in the Colo- 
rado legislature on January 16th, would 
amend the section of the existing law 
which empowers the state board of ac- 
countancy to revoke certificates by em- 
powering it also to reinstate persons 
whose licenses have been revoked. The 
latest report received by the Institute was 
that the bill was still under consideration 
of the committee on state affairs and pub- 
lic lands. 


CONNECTICUT 


The Institute has been informed of the 
introduction of house bill 553 in the leg- 
islature of Connecticut, which would pro- 
vide for the licensing of public account- 
ants. The bill was introduced in skeleton 
form only and the precise nature of its 
provisions has not yet been learned. It 
is not sponsored by the Connecticut So- 
ciety of Certified Public Accountants. 


GEORGIA 


The accountancy bill before the legis- 
lature of Georgia, known as house bill 20 
and senate bill 48, has been passed in the 
senate and read for the second time in the 
house of representatives. It was intro- 
duced on January 14th. 

The bill would amend the existing law 
by prescribing experience and education 
requirements for the certified public ac- 
countant examination and would estab- 
lish a procedure to be followed by the state 
board of accountancy in the administra- 
tion of the law. The proposed amend- 
ments would provide that candidates for 
examination must have completed a four- 
year high-school course and have prac- 
tised continuously for three years pre- 
ceding application. Certain credits to- 
ward the experience requirement would 
be allowed for technical education, for ex- 
perience in auditing with state or federal 
departments and for interrupted public 
accounting practice. The bill would also 
provide for reciprocity with accounting 
authorities of other states and for an- 
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nual registration of accredited account- 
ants of other states desiring to practise 
in Georgia. 


KANSAS 


A bill of the two-class restrictive type 
has been introduced in the legislature of 
Kansas as house bill 568 and senate bill 
877 and, according to the latest informa- 
tion received by the Institute, has been 
reported favorably by the senate commit- 
tee on federal and state affairs. It is 
similar to house bill 49 introduced in the 
legislature of Missouri. 


It provides for examination for the cer- 
tified public accountant certificate and for 
registration as public accountants of per- 
sons applying before January 1, 1936, 
who were in practice on the effective date 
of the act and shall have practised con- 
tinuously since that date or who were in 
responsible charge of accounting engage- 
ments as employees of certified public 
accountants immediately preceding the 
effective date of the act. 


It further provides that any person 
who has continuously maintained an of- 
fice and practised public accounting in the 
state for ten years shall be styled a cer- 
tified public accountant. 

While there is a provision allowing 
accredited accountants of other states to 
enter the state in pursuance of tempo- 
rary engagements, under the terms of the 
bill no person or partner or officer of a 
corporation would be permitted to pub- 
lish a report as having been prepared by 
a certified public accountant or public ac- 
countant unless such report was pre- 
pared by a certified public accountant 
or a public accountant registered under 
the law of Kansas. There are provisions 
for accountants’ ownership of working 
papers, confidential relations between ac- 
countant and client and recognition of 
certificates issued by other states. 


MISSOURI 


House bill 49 was passed in the house 
on February 21st and read for the second 
time in the senate on February 25th. As 
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reported in the Bulletin for February 
15th, this bill is of the two-class restric- 
tive type and would admit to practice as 
public accountants all in practice on the 
effective date of the act who apply before 
January 1, 1936. It provides for recog- 
nition, under certain conditions, of cer- 
tificates granted by the authorities of 
other states, rather than for “reciproc- 
ity” with other states, as stated in the 
Bulletin for February 15th. 


House bill 282 was read for the second 
time in the house of representatives on 
February 5th. This bill would provide 
for issuance of C.P.A. certificates with- 
out examination to persons who have 
been in continuous practice for ten years 
and to certain other persons. 


MONTANA 


Senate bill 111, introduced in the Mon- 
tana legislature on February 12th, which 
provides for the issuance of certificates 
as certified public accountants without ex- 
amination to persons who have been con- 
tinuously engaged in public accounting 
practice for a period of five years before 
making application, has passed both 
chambers of the legislature and was ap- 
proved by the governor on March 2nd. 
The text of the new law will be quoted 
in a subsequent issue of the Bulletin. 


NEW HAMPSHIRE 


House bill 325, introduced in the New 
Hampshire legislature on February 20th 
and referred to the committee on the ju- 
diciary, would replace the accountancy 
law of 1904. It provides for the creation 
of a state board of accountancy, sets edu- 
cation and experience requirements for 
examination for the certified public ac- 
countant certificate, establishes a proce- 
dure for the administration of the law 
and provides for accountants’ ownership 
of working papers, privileged communica- 
tions, and reciprocity with accounting au- 
thorities of other states. The existing 
law is administered by the state bank 
commissioner. 
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NEW YORK 


Senate bill 336, the two-class restric- 
tive bill introduced in the New York leg- 
islature on January 18th, as reported in 
the February Bulletin, after remaining in 
committee for six weeks was re-intro- 
duced in the senate on March 4th as 
senate bill 1532. 


Another bill, known as assembly bill 
1299, which provides for the issuance of 
certified public accountant certificates 
without examination to persons who had 
had ten years’ public accounting expe- 
rience prior to January 1, 1930, was in- 
troduced on February 14th. 


Both bills are opposed by the New York 
State Society of Certified Public Account- 
ants. 


NorRTH DAKOTA 


House bill 240, relating to examina- 
tion for the certified public accountant 
certificate, was introduced in the North 
Dakota legislature on February 14th and 
indefinitely postponed on February 20th. 


OHIO 


A bill of the two-class restrictive type, 
known as senate bill 288, was introduced 
in the Ohio legislature on February 21st. 
It provides for examination and certifica- 
tion of persons qualified by education and 
experience and for registration of per- 
sons in practice prior to passage of the 
act, restricting practice thereafter to per- 
sons so accredited. In addition it pro- 
vides that all persons qualified for regis- 
tration who shall apply for examination 
as certified public accountants shall re- 
ceive an advance credit of fifteen points 
in each examination subject for each year 
of experience in the practice of public 
accounting. The bill also provides for 
privileged communications and recogni- 
tion of certificates of other states with 
equivalent standards. The measure is 
opposed by the Ohio Society of Certified 
Public Accountants. 
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OKLAHOMA 


Senate bill 171, introduced in the Okla- 
home legislature on February 14th, would 
amend the present law to permit oral ex- 
amination of candidates for the certified 
public accountant certificate who are not 
less than thirty-five years of age, have 
been in practice for ten years on their 
own behalf or in the employ of certified 
public accountants and are otherwise 
qualified under the law. It would also 
provide for confidential relations between 
accountant and client and for account- 
ants’ ownership of working papers. 


RHODE ISLAND 


Senate bill 94, now in the Rhode Island 
legislature, would place the administra- 
tion of the state accountancy law under a 
board of three certified public account- 
ants to be appointed by the chief of the 
division of banking and insurance of the 
department of taxation and regulation. 


TENNESSEE 


No action beyond that reported in the 
February Bulletin has been taken on the 
measure known as house bill 120 and sen- 
ate bill 78 now before the legislature of 
Tennessee, according to the latest infor- 
mation of the Institute. The bills would 
provide for allowance of credit of 25 
per cent. toward passage of the C.P.A. ex- 
amination for five years’ experience and 
would permit waiver of examination to 
persons who had been in practice for five 
years continuously at the effective date of 
the act. It is understood that action has 
been deferred until amendments can be 
drafted. 


TEXAS 


An accountancy bill of the two-class re- 
strictive type has been introduced in the 
Texas legislature as house bill 518. It 
provides that after one year from the 
passage of the act it shall be unlawful for 
any person who has not received a cer- 
tificate as a certified public accountant or 
been registered as a public accountant to 
practise in the state. Persons in prac- 


tice at the passage of the act who applied 
within ninety days thereafter could be 
registered as public accountants. Edu- 
cation and experience requirements for 
examination would be established and 
provision would be made for recognition 
of certificates of states having equivalent 
standards, for confidential relations be- 
tween accountant and client and for ac- 
countants’ ownership of working papers. 
It is also provided that accredited ac- 
countants of other states may enter in 
pursuance of temporary engagements in- 
cident to their practice without the state 
provided they name a resident agent. 


WASHINGTON 


House bill 276, whose introduction in 
the Washington state legislature was re- 
ported in the February Bulletin, was 
passed in the house of representatives on 
February 22nd. It would establish expe- 
rience requirements for examination for 
the certified public accountant certificate. 


On February 18th senate bill 262, which 
would make it unlawful after May Ist to 
practise as a public accountant without 
a state licence, was introduced. This bill 
apparently would abolish the designa- 
tion, “certified public accountant,” repeal 
the existing laws and establish a licence 
as the only state-recognized credential. 


WEST VIRGINIA 


Senate bill 56, a two-class restrictive 
bill, reported in the February Bulletin as 
having been introduced on January 28th, 
was passed in the senate on February 
28th but was referred by a house commit- 
tee to the chamber of origin for recon- 
sideration on March Ist. It failed of 
passage on reconsideration. 


WYOMING 


The two-class “restrictive” bill intro- 
duced in the Wyoming legislature on Jan- 
uary 29th as senate bill 80 and reported 
in the February Bulletin was indefinitely 
postponed on February 6th. 
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WHAT ACCOUNTANTS ARE SAYING 
LIMITATIONS OF REPORTS 


At a meeting of Beta Alpha Psi, honor- 
ary accounting fraternity, at Northwest- 
ern university, Robert E. Payne, of Chi- 
cago, called attention to some of the lim- 
itations of accountants’ reports. 

“Terminology used in practice is not as 
well established as it should be and the 
basis of report preparation is not uni- 
form,” he said. “Both of these tend to 
obscure comparison. Possibly more im- 
portant is the needed education of the 
public itself, for it must be made to un- 
derstand that accounting is far from be- 
ing an exact science, and that values de- 
pend on conditions as well as judgment. 
Plant and property have one value as 
junk and another at cost and still an- 
other in replacement value or in use by a 
going concern. Accounts receivable are 
collectible or not depending upon circum- 
stances. Judgments, though based upon 
circumstances, past performances and 
experience, may differ in the determina- 
tion of value, and yet each valuation may 
be fairly accurate. Balance-sheets (of- 
ten spoken of as cross-sections of a given 
business at a given time) are really his- 
torical. 


“Do not understand me to say that the 
profession is failing to meet these prob- 
lems. The progress is not as rapid as 
some would wish it, but committees of the 
American Institute of Accountants, the 
American Society of Certified Public Ac- 
countants and the various state societies 
are grappling with these problems daily 
and are advising with government regu- 
latory bodies on every possible occasion. 
The frequently published reports of these 
committees should be of particular inter- 
est to all students of accounting.” 


UNIFORM ACCOUNTING 


What extent of uniformity in account- 
ing methods for governments is desir- 
able? 


Walter A. Darby, New Jersey state au- 
ditor, discussed the question at a recent 
meeting of the National Association of 
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State Auditors, Comptroller and Treas- 
urers. 


“Uniformity in accounting has been a 
Shibboleth, particularly in governmental 
accounting, for many years,” he said, “but 
it has proven to be very much a will-of- 
the-wisp. ... One of our difficulties, I be- 
lieve, has been that we have not realized 
that it is necessary to start at the bottom, 
which is a common terminology. Then, 
in my opinion, there is a limit beyond 
which we can not go in uniformity in 
accounting unless it is possible to sub- 
merge all individuality in a common 
mould, which I do not believe. To use a 
common expression, we are trying to 
‘cover too much territory’ in accounting 
uniformity.” 


ACCOUNTANTS AND PRICING 


“Accountants, by continuing to develop 
more accurate costing methods, can do 
more than any other group to lift pricing 
out of the realm of guesswork,” accord- 
ing to Wilford L. White, chief of the 
marketing research and service division 
of the bureau of foreign and domestic 
commerce. 


In a recent address at a meeting of the 
Washington chapter, National Associa- 
tion of Cost Accountants, Dr. White 
pointed out that “with a domestic market 
which is rapidly reaching maturity, with 
production processes which are still sus- 
ceptible to much modification, with new 
products coming into the market daily 
and with the public becoming more and 
more sensitive to changes of all kinds, it 
is necessary for every good marketing 
man to be conversant with acceptable ac- 
counting practice and for every account- 
ant to keep in touch with current market- 
ing developments.” 


“One of the greatest contributions,” 
he said, “which accounting can make to 
marketing policies lies within the field of 
pricing. Pricing is without question one 
of the most important and difficult of 
marketing policies to work out equitably 
for all concerned. It is the heart of 
many of our national economic prob- 
lems.” 
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MEETINGS AND ELECTIONS 
REGIONAL MEETING 


A joint meeting of members of the Penn- 
sylvania Institute of Certified Public Ac- 
countants, the New York State Society of 
Certified Public Accountants, the New Jer- 
sey Society of Certified Public Accountants 
and the Connecticut Society of Certified 
Public Accountants will be held on April 
12th and 13th at the Hotel Claridge, Atlan- 
tie City. 


CALIFORNIA 


Members of the Los Angeles chapter of 
the California State Society of Certified 
Public Accountants met on February 11th 
at the Elks temple, Los Angeles. 

Walter K. Mitchell spoke on “Capital 
gains and losses”, Herbert A. Wheeler on 
“The scope of audits” and Oscar Moss on 
“Sales-tax versus income-tax.” Charles C. 
Cobun conducted discussion of the month’s 
happenings in finance, economics and other 
subjects of interest to accountants. 


MARYLAND 


The Maryland Association of Certified 
Public Accountants held its regular monthly 
meeting on January 8th at the Emerson 
hotel, Baltimore. There was round-table 
discussion of the revenue act of 1934. 


MASSACHUSETTS 


The Massachusetts Society of Certified 
Public Accountants met on February 25th 
at the Chamber of Commerce building, Bos- 
ton, to hear discussion of “Methods of in- 
vestment analysis.” The principal speaker 
was E. Russell Davis, trust offcer of a local 
bank. Prominent professional and business 
men were present by invitation. 


MICHIGAN 


Members of the Michigan Association of 
Certified Public Accountants met with the 
Detroit chapter of the National Association 
of Cost Accountants on February 21st at 
the Book-Cadillac hotel, Detroit. The prin- 
cipal speakers were Stephen M. DuBrul, 
formerly head of the planning and re- 
search division of the N. R. A., and Benja- 
min E. Young, a local banker. The topic 
of discussion was “Economics of the ‘New 
Deal.’ ” 
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NEW JERSEY 


The New Jersey Society of Certified Pub- 
lic Accountants met on February 4th at the 
Downtown club, Newark. 

George R. Renton, chief clerk of the office 
of the surrogate of Essex county, New Jer- 
sey, spoke on “Accounting and the surro- 
gate’s court.” Maurice E. Peloubet spoke 
on the subject, “Is value an accounting con- 
cept?” 

Henry B. Fernald urged members of the 
society to protest to the United States 
treasury department against its require- 
ment that agents assisting in the prepara- 
tion of income-tax returns file affidavits in 
a prescribed form. 


PENNSYLVANIA 


Members of the Pennsylvania Institute 
of Certified Public Accountants and their 
guests met on February 20th at the Manu- 
facturers’ and Bankers’ club, at Philadel- 
phia, for discussion of “A properly co- 
ordinated system of state taxation.” 

Henry F. Long, commissioner of corpora- 
tions and taxation of the state of Massa- 
chusetts and president of the National Tax 
Association, and J. W. Oliver, chairman of 
the special taxation committee of the Amer- 
ican Management Association, were the 
principal speakers. There was general dis- 
cussion by the members. 


ANNOUNCEMENTS 


Lester Herrick & Herrick, of San Fran- 
cisco, have announced the return of Lester 
Herrick to active participation in their 
practice. 


Lawrence Scudder & Co., of Chicago, an- 
nounce the admission of William T. Sunley 
as a general partner of the firm. 


Eugene G. Boutelle, of Boston, is the au- 
thor of a series of articles entitled “Bud- 
geted costs for the cotton mill,” which ap- 
peared recently in The American Wool and 
Cotton Reporter. 


Maurice E. Brooks, of Dubuque, Iowa, 
spoke on the Iowa state income-tax at meet- 
ings of the Kiwanis club of Dubuque on 
January 21st, the Rotary club of Dubuque 
on February 5th and the Rotary club of 
Independence, Iowa, on January 29th. 


C. M. Diederichs, of Chicago, is the 
author of an article entitled “Income-tax 
problems affecting the brewer,” appearing 
in the February issue of The Brewery Age. 


William M. Duncan, of Nashville, has 
been appointed finance director of the Ten- 
nessee emergency relief administration. 


Louis S. Goldberg, of Sioux City, Iowa, 
addressed students of the Bryant school, 
Sioux City, February 20th, on the federal 
budget for 1936. 


Anson Herrick, of San Francisco, ad- 
dressed members of the graduating class of 
the University of California college of med- 


icine on February 6th. His subject was 
“The doctor’s accounts,” which embraced 
a discussion of investment policies. 


The election of Samuel D. Leidesdorf, of 
New York, as president of the federation 
for the support of Jewish philanthropic so- 
cieties was announced during February. 


George S. Olive, of Indianapolis, is serv- 
ing as chairman of the charity solicitations 
commission of Indianapolis to which he was 
appointed by the mayor. 


Charles S. Rockey, of Philadelphia, is 
the author of a series of articles entitled 
“Your income-tax,” publication of which in 
the Philadelphia Record began during Feb- 
ruary. 


Archie M. Smith, of New Orleans, was 
recently elected treasurer of the diocese of 
Louisiana, Protestant Episcopal Church, for 
a second term. On February 22nd, Mr. 
Smith was elected president of the Louisi- 
ana Society, Sons of the American Revolu- 
tion, for a third term. 


H. M. Thomson, of Los Angeles, spoke on 
February 7th at a meeting of the foundry 
and the iron, steel and allied industries 
groups of the California state chamber of 
commerce at Del Monte on “Uniform cost 
accounting for industry.” 


E. P. Van, of Portland, Ore., has been 
appointed a member of a committee of the 
City club, a local organization, to investi- 
gate a program for development of the 
Columbia river highway system. 


| 
| 16 


